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SORJECT: Haxicun (1L Import Frodlae

Ae ¥r. Martin pointed ouk to you in his sexorandum of irell 7,
we ere¢ sxperisneing great difficulsy with the Departuant ef the
Interior rezersing eur cosxitnent to Rexico for the inport of amphaliic
‘erudes and resi‘ual oil overiand ts Brownavills, Tmyxs,

l. Intarior elsims ihe Brownsyille arringesent L an sbsurd pyo~
cednrd thnt sin be indefiniisly arpanded s evuld be usad by aon-
contizucus ezurirics to eirmmvent the odjactives of the import quota
asetem,

3Aniteedly, the orataa §» baged upon 3 technieality, and Xexwleo ia
perfestly willing to cunsbrued & pipeline from its oll flelde {0 Browns-
ville, tut Interiar doze not wizh to clve any xeeuxances that it vill
pernit the pipeline operction long encugh to anortise the $6 villion
or er that the pipeline will cort, nsr willl 4% perniit the rrecent .
srrangezant ©r an Antarip basis ab 4tz preesent lewel. Mexico is willdng
to Limit 129 truck Japaris to 20,000 barruls per day but not to cud
then baex Ly wmll,

2, Intari r orgues trat e the Drnwnsvills Arrangesont wag ukder
eansidaration Hazicole ize-dinto aongern wea Linding an omblet for
15,000 barssis >f residuni odl,  Theeefors, he arrsoceacat sheuld ba
lindted to 13,4040 beryreln of resldusd 311 enl Unlted  Latws connumsre
of the 1 exiean precuct alould use il eaxciuelvels for foal, nst :roosse
1t for sy other surpcsa,

Fexies hap Alndyz eacoried reasidual cil and aspnsltic erude, making
oo dlztinetscn betusen the tus in conedidering 1o surilux problos, be-
oause 142 exported crude iz sv Aruwy Lovap 5% ruxloucl esatent) that
1t is resddual H3) fer #11 pracleci cwyczer. Kaeever, this erude s
pecali-rly sulcad g the zanufactuies of arabell rosfing melerial ond
sdres there 3o wiptually oo goapursiis dencetie cruwede, L 1s poedily
saleazle in the Undead rrites, 30 Inwemrdorte comedtin lz to pruteel our
drestia industr-, one w all apest it Lo atizek Maxico's realidual
errorts, nct itz srptelide crude.  \t ang rade, ur mraganb arerulidms
do ol iatineuish bataxgen erunr am rallwa: Ikparte gy pverland trang-
sortation sar 42 thesw parait ar Lo dietaba s domrrbic laperiers e
wee tiey oeks of the pziduct Sher lnpord,
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¥ith regard o Tnterior's deeire te inpone 8 quantitaiive limita~
tion, we should ba guided by ths CCDH's ameurily Jwsbification on
whish the entirs import guota aystun i3 based. This dves 23% sncempacs
srotsstioa for domestle producers ia She prrrow eomrareinl sewee o7
which svsape cisuse setion 15 available. Hational segurity is also the
Ssiz lor the averland sxemption to Cusnadr and Hexico besawse pipsline
o)) from eontizwous ecuntries $& the equivalent of deeestis produetion
from the seeurilty point of wview,

Eistorieally, isxico has sxported mars than 30,X0 barrels of ite
heavy oile to our nurthessiarn stalus and bought refined prodwets froa
California. .hen inpury quetss wars imponaed, thip arrasgesent continued
uati)l Nexieo's najor customer, tha Farsgon Gll Compary, was bought out
ky the Texas L) Coarany 35 thot Texzes Uil oould wes Lhe Paragon inmpert
quota to Buy Trinidad cil, This lefd Nuxieo with an wmxportshle surpius
9f heavy oils whick overflewsd its starsge faeilities and was forwdng id
to dump 15,000 barrels of residusl par day, maoh of it in open holes in
the gromnd. ihen Cubz offsrad to buy #uxieo’s surplus hesvy oils, Hexlco
asked uy to modify our reogulationa to permit ex~quola imports of MHexican
211, e sountarsd with the Arownsvills arrangomsat but 4id nat, and
legally eould nob, uniisteraliy ;lace & guantitative limitatisn on
Yexico's overland imports, any nors than we dld on Caradal's,

Sursly we should nol be reqwuirsd to tresé MNexieo leon favorably
than Canada., Kistorieally Ganada exported abowt 118,000 harrels per
day to tha United Ztates, Anan the overlsnd exesption was granted, it
%as understedd Lhat Cavada would joerwipg its exports by absub 30,000
to 40,000 barrels, largely in bthe Puget Sound Acea. Heoantly this
adainistration mads no ohleetion to 2 Cenedian announcament of it
intention 1o jperesse 1s exports from mome 130,000 barreis in 1961
to 225,000 barresls by 1963. Conwidering the voluna of Canadian oll we
irport and the total United States conpemption of 113,005,000 Marrels of
recidual and erude, Interior's prrocgupstison with Hcxice'a 30,000
barrels iy diffieult to wularstand,

Uf gourze, nelther Lansta ey Nexdles s omld wss the ovsrland
exenntion to flosd sur warket, =a fuvoy a dllatsral agreensant with
Baxico thnt would paruald it to suariize tho comatruciion ef & pipaline
and eztiblish & reagonzble limiistion on its imports,

Baawd upon owr Canadian experienge, o falr Yavel of overland ime-
porte from Mexdco weuld be about (0,000 barrels par oy, allowdng a
reasonable increase over Lthe precont rate Lo gover a4 port of Feaigo's
groring production and to naks soaptractisn of 3 pipallins scoroaically
attraetive., Thla level eould ba m=odifie«d jyy xutaal azresnent aa
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eonditions warrant,

A Tair lrade policy with Hexico s epsential te sabisfastoyy
relations with that couptry, already hit b our restrixbions aa iie
axpori of lead and 2ing, the resent twoesend ingrsare in our esotion
subsldy and the impending limiiation oa touriasi imports ~- all this
despite a bilateral trads ageount alrzady two to ona in our faver,

Jur unilateral abrogation of ths Rrownaville commiizent would be
consideresd the lant siraw,

International relstione azide, 1t is in the mational intersrt to
soms 1o &a agreement uith Foxieo %o establish pipeline imports under
fair 1isitatione that cxn be naininined for & reasonshle prriod of tire
in full recognitiocn that wa need Mexlige's rasidual and asphaltic arude

se long 28 sur dowsslle prefinerles find 1% more profitabis to turn oud
1ighter pradueta,

kegcommendation

That you agualn attexpt to obein lnsarior's agulisscence %o
(a) continuance of the pressnt Brawnsyille arrangesent ak the 30,000
barrel lavsi until a pipeline 1is constructed, and (b) a written azres
mant witk Mexieo permdtiiny pipeline cperaticns rt the 40,000 barrel
level until) tha eost of the lins can bs arortined,

Approved

Dinapproved
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